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Errata

Notice to recipients of CIA Intelligence .Assessment The

Brezhnev Food Program, SOV 82-10130, September 1982,

The final sentence of the second paragraph on page 7
should read:

This new investnient strategy addresses many

of the complaints long made by ‘critics of the
“agricultural lobby" and therefore probably
commands stronger support within the  leadership
than the previous investment policy.
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Key Judgments

Information available
as of | Auguss 1982

was used in tRis report.

The Brezhnev Food Progran.

President Brezhnev has unveiled an agriculture-related program for the
1980s that (1) reorganizes the management of food production from the soil
to the seller’s counter, (2} redirects investment resources between the farm
scctor and its supporting industries, (3) revises incentives for farm workers
and managers, and (4) lists new targcts for output of key agricultural
commodities and for allocations of inputs. The program reflects the
leadership's concern over lagging farm output and represents a renewed
political commitment to improve the Sovict dict. A key goal of the program
is to reduce dependence on imported farm products. ’

Except for its organizational aspects, the program is essentially a continug-

tion of past policies. Soviet leaders are relying on:

« A recorganization whosc cffectivencss is likely t¢ be undermined by
burcaucratic confusion and conflict.

- An investment program that will require 'arge allocations of resources
and substantial lcadtime.

« An increase in monetary incentives and price support subsidies that will
raise the cost of, and demand for, food products but will do little or
nothing to stimulate production.

« Large increases in factor productivity to meet output targets for agricul-
tural products.

We think the production goals of the Food Program are untenable both be-
cause of the political and bureaucratic conflicts inherent in the program
and because of its failure 1o come to grips with more fundamental
problems. Thesc include linking rewards to performance. giving farms
more freedom to make production decisions, and instituuing a price system
that would elicit the right mix and volume of farm output and inpuis.

The most promising aspect of the Food Program. as currently designed. is:
ihe increased investment in transportation and storage facilities, which
could reduce losses substantially. However, this is a long-term festure that
cannot bear results uatil the late 1980s, and then only if the paolitical
commitment to the program is sustained—a doubtful prospect. Aiready
therc are signs of controversy in the Sovict press over the arganizational as-
pect of the Food Program, and its implemeantation appears 10 be encounter-
ing difficultics. The marked difference in the way Soviet leaders. including
jcading succession candidates, have treated organizational matters since

1 mlmgrrbedorerat™
- SOV 8r10130
Sepiember 1982




Seoreridential

the Program’s unveiling suggests that support for the reorganization is thin
aid thatii inay becorne boti a vehicle for, and a victim of, succession ma-

ncuvering.

We believe that Soviet econvmic growth will continue to decline and that
the Food Program wili fail to provide material reliel from shortages. The
regime probably will be forced (o continue to import food—how much
depends on the size of food production shortfalls, the degree to which waste
and losses of farm products can be reduced, the availability of hard
currency. port and transportation capacity, and the magnitude of per
capita consumption gains the regime feels obligated to support.

Failure of the Food Program could aiso heighten Soviet interest in buying
Western agricultural equipment and technology. Recent statements by
Soviet diplomats indicating interest in Western agricultural technology
suggest that at least some Soviet policymakers are anticipating very slow
improvements ir agricultural technology from domestic sources. Despite
any bencfits that may accrue from the Food Program. we expect that
supporting the nation’s nced for farm products will continue to be an
extremely high cost apcration. absorbing very large shares of the country's
labor force. investment resources, and forcign exchange.
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Preface

Becausc food constitutes nearly half of the outlays of Soviet houscholds on
consumer goods and services, the quality of the diet has always been a cri-
terion by which the Soviet population judges its well-being. Accordingly.
upgrading the Soviet diet has been a centerpiece of Brezhnev's consumer
welfare policy. And, indeed, much progress was madc in the 1560s and
early 1970s. Since the late 1970s, however, little improvement has
occurred, and even this small gain has depended on massive imports of
farm products costing $26 billion in hard currency in the period 1979-81 .
Despite these outlays, the per capita availability of meat has stagnated and
that of dairy products has declined. '

To stave off a possible rising tide of discontent and falling productivity
among the work force, Moscow has launched a major new program for the
1980s to improve the productior, processing, and marketing of food
products. In past campaigns to boost food availability, the focus has been
on production at the farm level. The inclusion of stages in the food chain
beyond the “farm gate™ reflects official concern over the prodigious losses
of perishable foods as wcll as the low quality of much of the food that final-
ly reaches the consumer. The new campaign to upgrade the cntire food
production and distribution process s referred to in the Soviet press as the
Food Program. This intelligence assessment details the key elements of
that program and assesscs its viab'lity and political and cconomic implica-
tions in the coming decade. ’

vii 1al




The Brezhnev Food Program (u)

Introduction

President Brezhnev's longstanding commitment to
improving the Soviet diet reccived new impetus with
the tnauguration of a major agricultural program for
the 1980s at the Central Committee plenum on

24 May 1982, First announced by Brezhnev in Octo-
ber 1980, the new Food Program secks 1o smprove the
tnlegration of the entire chain of food production—
from farm, through factory, 1o distribution. Brezhnev
cmphasized that the entire “agro-industrial complex
must be planncd. financed, and managed as a singlc
whale.™

Although controversy over this program abounds, as
indicated by the year and a half of burcaucratic
wrangling over its preparation, its appcarance at this
ume reflects the growing pressure on Moscow 10 do
somecthing in the face of three consccutive years of
harvest shortlalls, worsening food shortages, disgrun-
tled consumers, and rising food impert bills. Accord-
ingly. the s:ated purpose cf the Food Program is to
reducc the USSR s denendence on imports of farm
producis and ¢ close the growing gap between domes-
tic supply and demand for food.

Dcbate over the organizational form of the pragram
and general fooi-dragging by the ministries involved
prevented its unveiling in March 1981 when the 1 1th
Five-Ycar Plan (1 98i-85) was presented. Aq that time
Brezhnev acknowledged that work had only just
begun. The program drafiers reportedly missed sever-
al compietion dcadlines in the summer and fall of
1981 becausc of continued unresolved differences.
Even in the final weeks before the Central Commitiec
was duc 1o consider the program in late May, Soviet
officials-werc saying privately that the organizational
aspects of the program were sl being debated. The
fepeated delays 1n launching the program could only

‘ The contribution of 1mMpons 1o the supply of facm products has
morc than doubled since 1928 —ristng fram § pcrcent 10 oves 1)
peroentan 1981, Pucchases during this period Have included eer
10O million tons of g:ain and about Z.5 milion tons of mcat an
have cost the USSR about $2¢ billion in fard currency alunc

have been a source of growing political cmbarrass-
ment for Brezhnev, and in the end he may have
pushed (o have the program uavciled cven though
many unresolved questions remain,

Key Features of the Food Program

The Brezhnev Food Program includes tiree key meas-
urcs aimed at improving food production and
distribution:

* A reorganization of the administrative structure (o
promole “unificd management™ of farms. food-
processing enterprises. transport organizations. an4
the tradc network.

An investment program (o improve the system for
nandling. storing, and processing food and to im-
provc housing and living conditions in the
countryside.

An increase in financial incentives in the form of
higher wages, bonuses. and farm incomes to foster
higher output and retention of younger. better edu-
cated workers on farms  ©

These theee clements are dcsiéncd to combat what
Brezhnev listed as the major problems with Sovier
food supplics-

* Although the populauon receives cnough calories.
the Soviet dict is inferior 1o that of other industiral-
17ed socictics. tncluding Eastern Eurape, interms of
quality, variety, and autritional balancc.

Growth in the nopulation’s disposable moncy in-
come together with the official policy of maintain-
ing stable retail prices has caused demand for food
to run well akead of supply. Expancion of the trban
ropulation ard increasing relianse of the rural
population on state-provided focd have out fusther
pressurc on the socialized farm sector




—eofT dential

* Very large losses of farm produce between the ficld
and the retail outlet reflect the lack of inceatives
and poor coordination among the various organiza-
tions involved in food production. According to
Soviet press reports, crop waste and losses during
and after harvest amount to 20 percent of total

autnnt annaally

Low rural living standards make it difficult to
attract and keep young workers on farms. Increas-
ingly. the Soviet agricultural labor force is made up
of older, less productive workers as young, better
cducated adults migrate to the cities

In addition to endorsing the measures outlined above.
the Central Committec plenum in May approved a
serics of ambitious production targets for the Food
Program in the 1981-90 period. The production goals
imply that average annual growth in farm output
during the 1980s would have to return to the long-
term rate achicved during 1951-70—about 4 percent
per year. Growth in the 1970s averaged less than

1 percent per year.’

The largest planned increases in outpuat during the
1980s are those for fruits, vegetables, meat, and
eggs—most of which were cited by Brezhnev as being
especially needed to,impreve the quality of tie con-
sumer dict. The grain goal is also rclativeiy ambitious,
as it must support large increases planned in livestosk
inventories and products. Tabic | summarizes the
goals for the two five-year plan periods in the 1980s a<
presented in various Food Program documents

Although growth in output during the 1980s is slsted
1o reiurn to the levels of the 1951-70 period, annual
increases in plant and cquipment and grewth in labor

! Average annual rates of growth were derived by incornorating
Saviet plan data for agricultural commoditics into the C1A index of
Sovict agricultural production. Growth rates planned for the 1986«
are high by world standards. According 1o US Department of
Agriculture statistics, nct farm output in the United States in
creased by | percent per year during the 1960s and by | 9 percent
per year during the 1970s. Indexes preparcd by the Food and
Agriculture Organization of the United Natioas show that world
nct farm outpLt grew at an averaze annual rate of 2 4 percent in
the 1971-79 peried.

* Documents publisheu thus far explaining the Food Program
include Brezhnev’s report 10 the 24 May plenum. a “Summary ™ of
the Food Program as approved by the plcrium. and six oarly-
goverminent decree

nis

and maerial inputs will be well below earlicr ratces.
Our c¢stimatcs indicate that growth in combined in-
puts will avcrage less than | percent per year during
the 1980s. Although this represents some improve-
mcnt over recent very low rates of growth, it is well
helow growtk posted in the i970s as a whole. The
antnut tarcetc tharefore imnly % eihitantial grawrh

in productivity

Reorganizing the “Agro-Industrial Comglex™
Traditionally in Soviei usage, the “agro-industrial
complex™ <ensists of the Ministey of Agriculture;
ministries providing goods and services to agriculture
such as fertilizer, pesticides, machinery, mixed fced,
repair scrvices, roads, storage, and transportation
facilities; the Ministry of Procureinent; and ministries
mapaging the food-processing industrics. For purposcs
of the rcorganization, however, Sovict officials have
defined the “agro-industrial complex™ more narrowly
to exclude ministries producing fertilizer and machin-
ery for farms, food-processing enterprises. and mixed

fced plants.”

As ths centerpicce of the Food Program, tae plenum
approved the creation of agricultural-industrial coor-
dinating bodies at the national and regiona! leveis {sec
figurc 1). Although scverely watered down (rom carli-
cr proposals, the decision reflects a move in the
dircction of interbranch program management long
urged by leading Soviet ecconomists and by Brezhnev.
The reorganization brings some components of the
“agro-industrial complex™ together under a single
administrative hierarchy that is responsible for coor-
dinating the entire load production process from farm
to retail cutlet

* Soviet ministries provuciag machinery for feod production and the
USSR Ministey of Production of Mineral Fertshzers are not
represented on the new commission even though proponents of the
“agro-industrizi complex™ concept had urged that they be repec-
sent=d. Acpording to the first deputy chairman of Gosptan, :ndus-
tries producing muchinery and equipment for agriculture and food
processing are included in the Administration for tne Complex
Planning of Machine Building. Producers of chemical inputs 10
agricelturc are io the Administration for the Complex Planning of
the Raw Muaccrials Branches of Industry and Construciion Materi-

als




Table 1

Annual Average Producticn of Selected Agricultural Commodities

==
Million merric tons
(cxcept where noted)

R S TE0 2 EE T 73 N 1981-85 1986-90
Actual Plan * Plan
________ Pian Acl‘ual
Crops
Grain - ) 181.6 075 205.0
"“Potatoes £9.8 102.0 826
Sugar bects 76.0 96.5 88.7
Sunflower seed — 6.0 7.6 53
Soybcans 0.4 Na 0.5
Vegetables 23.0 8.1 26.3
Fruits, berries, El_i_(l_i_i?pc.s _ 12.4 16.9 15.2
Cotton o T, 8.5 8.9
Livestock progucts o - e
" Meat - i ) 15.3 148 ] 20.2
Milk —— 7.4~ 95.0 527 980 1050
“Eggs (biilion) sS4 59 < 631 120 85
rmoutputs -0.4 34 1.2 M 3 -

Nect farm output ®
{average annual rate of growth in perceni)

+ Midpoints of vanges given in plan decurnents.

& {n calculating growth rates, midpoints of given ranges were used.
Net domestic farm output is the sum of nct output of ¢rops and
livestock valued in 1970 average realized prices.

Al the national level, the Presidium of the USSR
Council of Ministers will have a Commission for
Questions of the Agro-Industrial Complex made up of
the heads of ths various organizations included.
Z. N. Nurtyev, the deputy chairman of the USSR
Counci! of Ministers who has supervised the agre-
industriat sector for ycars with little distinction, will
head the commission. This group does not scem to be
a supraministcrial organizaticn that the ministries
neco fear. [t appears to have no management func-
tions, nor will tt encroach on Gosplan's planning
functions. Nuriyev, for 2xample, will have no control
ove- the budgets of the ministrics iavolved in the Food
Program. The commission will “coordinate™ the activ-
ity of the organizations; “*monitor™ plan fulfillment
for statc purchases of farm products, deliveries of
industrially produced inputs, and the output of proc-
essed food; and conduct “preliminary examinations’

of plans prepared by Gosplan. The power to carry out
cven these functions is still undefined. The ultimate
power of the commission will depend on the extent to
which its decisions are binding on the ministrics and
whether it is able to mediate disputes between “hem—-
powers that have made a similar irierbranch coordi-
nating body. the Military-Industrial Commission, tru-
ly cffective. .

Union republics will have corresponding commissions.
The failure of the plenum to specify the powers of |
these commissions indicates thzt their functions have
yet to be agreed upon.

At the oblast, kray, and autonomous republic level,’

there will be councils of agro-industrial associations.
They will monitor plan fulfillmeit and have the

ealidaaliy]




Figure 1
Organizational Structure of the “Agro-Industrial Complex™ -
as Outlined in the Food Program

Ai-Union Level Commission Presidiam al ihe USSR
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F— Chasenen
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authiority to pool resources and redistribute them
among mecmbers of the agro-indusirial complex, as
long as union republic ministries and departments
agrec. Councils at this level can also create interfarm
enterprises to produce mixed feed, construction mate-
rials, production equipmecrt, and donsumer goods.

The Special Position of the RAPO. The reorganiza-
tion carried cut at the district (rayon) level is the most
significant and controversial aspect of the structural
changes. The “‘rayon agro-industrial association™
(RAPO)}—an innovative form of administration that
has been operating for 2 number of years on an
cxperimental basis in Estonia, Latvia, and Georgia—
is now to be adopted nationwide.! RAPOs are self-
financing associations that include as members ail
farms, agricultural service agencies, and processing
enterprises in a given district. As such, they cut across
ministerial Eines. concentrating authority at the local
level (figure 2).°

The mosi striking chacacteristic of the RAPOs is that
they are organized on a local territorial basis and
theoretically have authority to distribute and redis-
tribute resources within their regions—-potentially
_modifying decisions mads at higher levels. According
to press reports, the experimental RAPOs in Estonia,

' The first experimental rayon agro-industrial association was
formed in Vilyandiy Rayon in Estonia in latc 1975. The Fcorganiza-
tion converted the cxisting rayon agricultural administration (the
loce! branch of the Ministry of Agriculture), into a sclf-financing
association with management authority over the entire food produc-
tion activity in the district. The Vilyandiy Rayon association
includes all 12 sovkhozes and 16 kolkhozes in the district, with a
total of 357,600 hectares, as well as the district dranch of the state
committee for tbe supply of equipment to agriculture, the kolkhoz
construction association, a dairy combine, a meat-packing cambine.
and a grain milling enterprise. A similac association witi a broader
membership was launched in the Talsinskiy Rayon in Latvia the
following ycar and in thc Georgian Abashskiy Rayon in 1977
Fourteen morc'rayons in Goorgia were converted to the new system
in carly 1981. By the cnd of the year most of the districts in all
three vepublics had gonc over to the system and their 'caders had
begun to press hard for approval from Moscow (or the ncxl stage—
the establishment of comparable republic-level coordinating txdics.
Georgia was given the go-ahead in January. Also in carly 1982 a
few RAPOs wcre beginning (o operate in some regions of the
Russian Republic

* The governing bew, of the RAPO. known us the Rayon Associa-
tiva Council, is made up of a chairman (who also is the first deputy
chairman of the rayon exccutive comamitiec) and. as mermbers, the
tocal collective farm chairmen, state {arm directors, representatives
of the local party organizations, and leadees of ciner enterprises ia
the RAPO as determined by the rayon Soviet of Peoples Deputies.
the local legusiative body.

Latvia, and Georgia have been successful inaflocating
and organizing cxisting resources in the rayon and in
resolving local-level conflicts and problems. Judging
by the piwnum resolutions. the RAPOs to be estab-
lished nationwide arc to function much as the experi-
mental ones have. RAPOs will be able to allocate
credit investment and other inputs among farms;
work out plans for farm output based on “specificd
control figures™; establish intra-association prices for
services and intermediate products; devclop long-term
plans for specizlization and distribution of agricultur-
al output and processing: and create centralized funds
for a broad spectrum of purposes. :

Such a wide-ranging mandate, in our view, will
inevitably produce conflict between the RAPOs and
ministries to whom the individual farms and enter-
prises within the RAPO will also be subordinate. We
believe that this dual subordination will prove to be
the most scrious obstacle facing the RAPOs and is the
lever that factions opposed 1o the reorganization—
notably the Council of Ministers-—-could usc 10 scuttle
the whole program.

Political Underpinnings. Approvai of the RAPO
concept seems primarily duc ta the lobbying efforts of
Georgian party boss Eduard Shevardnadze and to the
backing of key party officials in Moscow—agriculiure
Secretary Mikhail Gorbachev, party Sceretary Kon-
stantin Chernenko, and Rrezhnev himsclf. In the
summer of 1980, Shevardnadze publicly thanked Gor-
bachev for his interest in the RAPO experiment.
Chernenko, however, has taken the most active public
rolc in promoting the rcorganization. He probabiy
scized on the issuc as a way of increasing his support
among regional party ofiicials. who generally favor
any move toward decentralization of authority. In a
combative spcech at a party gathering in Siberia
following the plenum, Chernenko lauded the reorgani-
zation as a way of overcoming ministerial departmen-
talism

President Brezhnev appears 1o have pushed for the
RAPO concept rather late in the game. His speech to
the Central Committee plenum in November 1981
contained the first intimation that he vicwed the




Figure 2

Administcation of the Talsinskiy RAPO in Latvia
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RAPQ as the bottom laycr of a tiered organizational
packagc—the local counterpart of a national-level
intcragency bedy. The RAPO was given a big boost in
March 1982 wiren the Presidium of the Supreme
Soviet heard a report from the heads of two experi-
inental RAPOs tn Georgia and Latvia and endorsed
their experiments as a promising form of lecal man-
agement. This approval by Brezhrev's legislative ap-
paratus had the effect of preempiing any critical
review by the USSR Council of Ministers—where
opposttion to the RAPOs was grcatest—and strongly
indicated that the RAPOs wouid btz pari of ihe Food
Program when it finally appcared.

Tonfidegtial

Redirecting Investment Resources

As in 1970 and 1978, Brezhnev has succeeded in
gaining Central Committce approval of agriculture's
sharc of total investments weli in advance of the next
plan period, leaving uther civilian claimants 10 fight
over the remaining pieces of the investment pie. The
1981-85 Plan allocates 33 tc 35 percent of new fixed
investment to the “agro-industrial complex,” and the
Brezhnev Food Program claims the same share of
investment for 1986-90. For rurposes of allocating




investment resources, Sovict planncrs have adopted
the broad definition of the “agro-indus:rial cemplex.”
Investment totals appear to include allocations for
thosc industrics excluded from the definition used for
the reorganization. -

The policy over the past 15 years of pouring moncy
into agriculture has been a controversial onc. It has
depended on Brezhnev's strong political backing and
thus may be one of the first policies to come under
review after his departure. During the 1980s, howev-
¢r, investment resources are (o be distributed some-
what differently than in the past to build up what
Moscow considers the weak links in the food produc-
tion chain. This new investment strategy addresses
many of the complaints long made by the “agricultus-
al lobby” and thercfore probably commands stronger
support within the leadership than the previous invest-
ment policy. -

Industries Producing Inputs for Food-Related
Acitivities. According to party Sccretary Gorbachev,
investment in sectors praducing machinery and equip-
ment for agriculture and food processing will have
high priority.” While capital investment in the entire
“agro-industrial complex” will increase by 30 percent
during the 1980s, investment in facilities to produce
tractors, znimal husbandry equipment. and other
agricultural machinery will more than double. Invest-
ment in industrics producing machinery for food
processing will triple. In addition, cxpanded invest-
ments in the chemical industry are targeted to im-
prove the quality of fertilizer delivered to agriculture.

Agriculture. Average annual investment in farm
cquipment, buildings, and land reclamation projects
in 1981-85 will ‘ncrease by only S percent over
1976-80. This small boost appears inconsistent with
the goal of doubling investments in production facili-
tics. Apparently, this reflects the lag between con-
struction of new plant and cquipmeat for producticn
of farm-related machinery and actual expansion of
satpments of new machincry from these new facilities.

‘M. Gorbazkev, “The Focd Program znd Tasks in Its Impiementa-

uon,” Kommunist, No 10, 1942, pp. 6-21.

“CBilidencial
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Outlays on social overhead projects such as housing
and roads for farm communitics, however. will rise by
40 percent. -

A larger proportion of “produciive” investment than
in the past is 1o be devoted to an-farm foad-pracescing
and storagc facilitics 1o reduce losses of perishablc
products. Other top-priority investments include out.
lays for machincry for providing livestock feed and
labor-saving machinery. Many of the planned projects
2ppear 1o have litde potential for raising crop yields.

The heavy emphasis on investment in rural infrastruc-
turc reflects Moscow's desire 1o improve farm-to-
market transportation and stem the flow of younger
workers to urban areas. Accordingly, 176 million
square mcters of rural housing are scheduled 10 te
built in 1981-85 and 205 million in 1986-90 compared
with 149 million actually built in 1976-80. This large
increasc comes at the cxpense of urban housing, as
total housing construction is not slated o increase. As
tn the past, large increases are planncd in the provi-
sion of consumer scrvices and in kcalth care facilitics.

In our judgmeni, the chicf benefit from enhanced
rural investment will come from cxpanding the rural
road system, which is essential o reducing very large
losses in transportatio. Although performance in
fulfilling plans for roadbuilding is poor, Moscow
intends 1n 1981-35 o commission 54,000 kilomcters
of general purpose roads linking farm certers with
rayon centers and 57,000 kilometers of hard-surfaced
on-farm roads.® The 1984.99 largets are to be 40 10 60
percent higher

Funds for other farm-sector investments are 1o ramain
at current levels or be reduced 1o support investment
In priority areas. Soviel plan documents indicate that
new starts in fand reclamation projecis (irrigation and
drainage) will be fewer in number in the 1980s. They

* A total of 57.000 kilometers of new on-farm roads is an average of
only 1.2 ¥ilnmeters for cach ~f the 47,000 statc and collecrive

farms.




will, however, continue to claim about one quarter of
tolal investment as the campaign continues o bring

un strecam the large. cxpensive projects started in the
1970s. ¢

t mmciadiaal
ncw facilitics for raising livestock and poultry in
1981-85 will be only 80 percent of the 1976-80 level.
To save moncy, outlays for reequipping and recon-
structing existing enterprises are being incrcased

Avrncdina 1o Cave
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Food-Processing and Transportation Facilities. A
major investment goal of the Food Program is to
upgrade capital stock in food processing, fong a low-
priority claimant on resources. According to Gorba-
c¢hev, the number of processing enterprises, including
well-equipped storage facilities, will be increased and
located ncar farms 10 minimize transportation costs.
To rcducc shipping losses, supplics of refrigerator
trucks. milk tankers, catile trailers, and other special-
1zed transportation equipment are 10 be increased.

Increasing Financial {ncentives

In addition to larger investment in rural housing and
other facilities, the Food Program contains other
measures to keep the agricultural labor force in place
and to attract well*trained technicians to farm jobs.
To this ¢nd, the program calls for a further reduction
in urban-rurai income differences. Farm wages will
continuc 1o increase faster than those of other work-
crs.' Managers, professionals, semiprofessionals. and
livestock workers are o reccive additional pay raises
and beonuscs.

The Food Program stipuiates that agricultural work-
ers will receive a larger share of their wages in
products, primarily gr2in, fruit, and vegctables. We
believe that Moscow is rcemphasizing payments in

* According .19 our estimatcs, average agricultural incomes (includ-
ing incomec in kind) in 1950 were roughly halfl of average nonagri-
culiural incomes. By 1977 this chare had risen to over RO percent
This implicd closing of the “income gap™ 10 a point comparable 1o
the cural-urban differential cxisting in developed sacicuics in the
West 15 somewhat misicading. Comparsd with erban centers. rural
arcas have poor transportaiion and housing: inzdcquate health,
educaiion. and enicrtainmeat facilitics: and a skimpy supply cf
consumer goocs. Therelore, a3 "quality of life” index that reflccted
botk kouschold incomes and the availability of goods ang services
waould show a sprcad of much more than 20 percent between vaem
and norfarm residents. In additio=, this differcace wee' be much
{arger than those that cxist in the developed Weit
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xind in crder to encourage livestock raising by private
producers and to reduce demand in state retail food
stores. Moscow apparently recognizes that payments
in the form of scarce or cxpensive food produets ofien
provide greater incentives than moncy payments that

population wants.

Ncw graduates in the fields of agronomy and animal

husbandry will receive three years of free housing
upon accepting a farm job. In addition, 50 percent of
the passenger cars and 30 percent of the motorcycles

- designated for sale in rural areas arc to be carmarked

for priority sale to young professionals with agricul-
tural training. -

To raise farm income and production, higher procure-
ment prices for cattle, hogs, milk, grain, sugas beets,
potatocs, vegetables, and “other products™ will go into
effect on | January 1983. At the same time. prices
paid by larms for cquipment, fertilizer, and fuel will
be lowered. The financial position of farms will also
be improved by grants from the state budget to
finance investment projscts and by writeoffs and
deferments of farm debt. In July, V. Garbuzov, the
Minister of Finance, wrote that approximately 10
pereent of the 112 biilion rubles of farm debt will be
written of [ and another 10 percent will be deferred.”
Some additional cash grants will be earmarked for
bailing out farms now opcrating at a loss

Will the Food Program Work?

Althouzh Sovict officials have said that Moscow

cxpects positive results from the Food Program within
two or three ycars. we judge this expectation as highly
unrealistic. Too much planning remains to be donc
before the program gets off the ground. let alone
shows results. The detailed instructions and regula-
tions needed to reorganize the agro-industinizl compiex
have nat yet been formulated. Moreover. the structure
and authority of key organizational bodies at the
rcgional and reputlic level have not been clarified

“ Finansy, No. 7. 1982 p 11, & debtof 112 billion rebles v« azer
taree times the current annus) investment in agrculiure




Therc is continuing disagrecment over what their.
funciions should be. The investment program will
take time to implcmcm—cspccially becausc the origi-
nal plans for 1981-85 have already been sct in
motion-—and cven morc time to add substantially to
the stack of plant and equipment. Financiul incentives
will have litie impact without a concomitant increasc
in consumcr goods and services. which. in turn, will be
slow to materiatize. In short, the Food Program is a
long-term bet—one for the latc 1980s and ca rly
1990s—rather than a quick fix for the next few years.

Even in the long run, however, the Food Program
stands small chance of achicving its central goals:

(21 to reduce the USSR's dependence on imports of
foodstuffs and (b) to close the widening gap between
domestic supply and dernand for food. First of all. the
reorganization is likely to be plagued by political and
tureaucratic conflict that wili inhibit jts effectiveness.
Second. the goals for output of farm products are
inconsistent with the targets for rescurce inputs,
implying incrdirately heavy reliance on gains in pro-
ductivity. Finally, the program fails to come 10 grips
with onc of the mujor shortcomings of the economic
system—administratively set prices that bear no re-
semblance to resource costs—a shortcoming that will
1end to crode the potential gains from higher wages,
bonuses, or irvestment resources.

Potential for Jurisdictional Conflict

Competition between the central ministries and the
territorial organizations for authority over fuod pro-
duction may lead in many places 10 a reorganization
n name only and will almost certainly weaken the
cffectiveness of RAPOs in operation. They will not
work equally well everywhere. Success depends heavi-
ly on the ability of management at 1he local level, We
think that the experimenial RAPOs have succeeded
largely becausce of the enthusiastic backing of repubhic
officials, talentad management, and favorable eco-
nomic conditions—characieristics that are not wide-
spread in the USSR

The ministries have strongly opposed the ierritorial

approach to agro-industrial integration. Since Breoh-
nev serapped the regional economic councils (sovnark-
hezviin 1964 and restored the central ministries, the
lutter have jealously guarded their rights 10 plan and

administer capital investment and 1o distribute mate-
rial supplics against the claims of regional author-itics.
The influe ce of the ministrics is reflecied in the
diluted nature of the authority of the RAPOs as
described in the plenum resolutions. For example.
while RAPOs were given full authority uver plans for
farms, they can only “examine' the plans of other
member cnterprises and organizations that play a
crucial role in providing the RAPO with inputs and .
scrvices. RAPOs have wide discretion in allocating
inputs among farms, but can realiocate only 10 to 13
percent «f the ressurces of other member cnterprises -
and then only with the latter’s consent. We belicve
that these restrictions will limit the cffectiveness of
the RAPOs in coordinating all phases of the foud
production process. RAPOs will have particular diffi-
culty in extracting emergency supplics from, or reme-
dying fate deliveries by. ministerial-level organiza-
tions. Because of dual subordination (10 the ministrics
and to the RAPOs). individual farms and enterprises
within the RAPO will have to carry out directions
from their parent ministries that may well conflict
with RAPO plans. Restraints on RAPO authority are
shown below: N

Autbority Limitation

To determinc plaas for vutput on the bases of specified

control figures.
To redistribute 10 10,15 percent
of material resources between
RAPO caterpriscs

To establish prices

wita theie consent

on 1he bises of standird
norms

by agreement with higher
departmental organs

To redistribute capital invest-
ment within the RAPO

To create centralized funds
and Jetermine cheir use

Lun 1he basis of the relevant
normatve gocements.

We cxpect the implementation of 1he RAPO cuncent
10 be delayed considerably. and the concept may be
further watered down if not scrapped aftogether. A
special commission which was es:ztlished o drisfi
legislation further defining the pawers of the regional
agro-industriai bodics as well as the courdinating
commission at the nativnal fevel has compleied its
work. accordmg 10 a longtime Yugosiav correspond-
ent in Moscow. But the various ministrics affected are

Conly .




reportedly irate over the results and arc arguing that
the proposed legislation gives regional organs exces-
sive powers at their expense. The draft legislation is to
be approved by the USSR Supreme Sovict, and
continued dcbaté on the question may acccunt for the
iuiiure 10 noid the usual summer session of the
Supreme Soviet this year. ’

Many Soviet economists who originally supported the
RAPO cxperiment as a mechanism for introducing
economic reforms into Scvict agriculture are also
beginning to have second thoughts. Although they
once believed the RAPOs would force a relaxation in
centrally set prices and planned procurements. in
recent newspaper and journal articles they have begun
to warn that unless the RAPOs and republic-level
bodies are given wide discretion in making investment’
decisions, they will become just additional burcau-
cratic laycrs. Alrcady,

tne scheme is being mat
with bewilderment, apathy, or outright hostility in
some places. In communities where there is little
commitment to making the system work, local offi-
cials, when faced with conflicts or problems, almest
certainly will revert to old ways of administration. ‘-

Production Goals Will Not Be Met

Our estimates, shown in table 2, indicate that output
targets arc overly ambitious, given planned growth of
inputs and past trends in productivity growth. To
achicve production goals ior the 1980s would require
productivity gains well above those posted in the
1950s."" (17 '

The productivity gains implied by the Food Program
goals will not materialize, in cur judgment, in part
because thc actual benefits from key measures in the
program will [all far short of potentiai. For example,
the RAPOs theoretically could reduce losses through
a more ratioral distribution of machinery, fertilizer,
seed, and the like among farms. By trying to appease
territorial interest groups without offending central
ministerial organizations, however, the organizational

"L
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Table 2 Percent
Output, Inputs, and Combined Factor
Productivity in Agriculture

(average annual rates of growth)

Net Farm Combined Factor
. Oulpu(‘_ Inpuis ® .. Productivity ©
1951-60 4.6 26 0
196170, 30 20 o
1971-75 1.6 2.1
197680 02 _ 06 i
19€1-85 plan 4.7 .09 R
1986-90 plan 31 0.7

* ln order to dampen the effect of wide cyclical swings in year-to-
year output, average annual rates of growth were computed by
relating the three-year average for the terminal year to the three-
vear average for the initial year, except for the plan periods. Data arc
from the ClA indcx of net agricultural production.

b Includes tabor. fixed capital (buildings. structures, and machinery
and cquipment), land, materials purchased from outside agriculture
{fuels and lubricants, clectric power, fertilizer, some processed fceds,
and current repair of machinery and buildings), and livestock hards.
The several inputs are aggregated into a geometric production
function of the Cobb-Douglas type in which each input is weighted
by its relative contribution to total output (as cstimated by its share
of the value of agricultural output). .

¢ Growth of factor productivity required to meet output goals. given
planncd allocations of inputs.

features of the food program are likely to result in
much burcaucratic infighting with few gains for
agriculture. *

In addition, incentives to boost worker productivity
are simply too little and too late. More money chasing
the same quantity (and quality) of goods and services
is no incentive for better perforinance. Although some
of the wage and bonus increases are to be in the form
of farm producis, the amounts involved are relatively
small and dependent on overfulfillment of ambitious
plans. If the past is any guide, routine bocsting of
wages will not provide the incentives recessary to
achieve the called-for productivity gains. Despite a
50-percent increase in the income of farm workers
between 1970 and 1981, for example, rates of growth
of labor productivity continued tc decline. The key to



meaningful wage increases is to link them to perform-
ance. but, according to the Food Program, relatively
few agricultural workers will be covered by wage
systems of this kind.

Finally. The investment program for the agro-industri-
al eamplex mav not be funded fully. compcunding the
problem of too few inputs to meet output goals.
Annual increments te the country’s total investment
resources are declining at the same time that needs
for new investment arc rising throughout the ccono-
my. Thus, the Focd Program’s claim on investment
may be whittled down later in the decadc when
problems in other scctors of the economy become
more pressing. At a minirnum, squabbles among the
wholc range of cconomic ministries (as well as the
conflicts we expect between the branch ministries and
the territorial agro-industrial organs) are likely to
result in lengthy delays and fragmentation of invest-
ment projects

Ve belisve that industrics supposting agriculture with
machinery and cquipment probably stand the best
chance of receiving their planned investment atloca-
lions because they are part of the heavy indusirial
sector. Less certain are the investment plans for
development of the rural areas. Past initiatives to
incredse investment in rural infrastructure have tend-
ed to peter out when planners have had to turn to
more immediate problems caused by production
shortfalls. Rural-urban disparities in living conditions.
thercfore. are unlikely to narrow quickly. suggesting
that the outmigration of younger, more able rural
workers will continue.”

Nonctheless. the state of Soviet rural communities is
so backward that almost any increased investment in
this area will have somc positive long-run imoact. For
example, urban housing generally comes cquipped
with electricity. indoor plumbing, hot water, and
central heat, while in rurai areas the typical privately
owned Ine-story wooden home has clectricity but
lacks indoor plumbing and central heat. According to
Soviet statistics. inn ihe Russian Republic in 1980, for

“ Between 1970 and 1980, the rurad population declined by 7.4
million. Sovict census data shew, morcover, that young adults
composc the major group of autmigrants

example. enly 22 percent of the rural statchousing
was connected with sewer tincs, and only 26 percent
had central heat. In_addition. the very poor system of
rural roads makes tirnely marketing of farm produce
both difficult and expensive. Less thun 20 percent of
farms have hard-surfaced roads." Most rural roads,
furthcrmore, are impassatle for much of the year.

In addition to the uncertaiatices in the Food Program’s
specific mecasures, we believe that planncd prcduction
increments will not be forthcoming in part because
improvements in farm-related technology are occur-
ring 100 slowly. Improvement in sn-farm technolegy is
needed not only 10 raise yiclds but also to soften the
impact of weather fluctuations—a primary factor
determining ycar-1o-year crop sizes in the USSR. But
the Sovicts lag behind the West across the beard in
the use of modein crop varicties, in the effectiveness
of pest control. and in the application of efficient
tillage, irrigation. and harvesting techniques. The
Food Program explicitly calls for a 12- to 1 5-percerit
increase in crop output pcr unit of “chemical input.”™
In the case of grain, for example. cach ton of fertilizer
vields 1 10 1.2 tons of grain. With prescnt technology.
this response rate will drop as additional fertilizer is
used. To meet plans for raising responsc rates, dimin-
ishing returns to additional fertilizer use must be
more than offsct by techaical improvements such as
tetter quality fertilizer and more sophisticated fertil-
izer application equipment and techniques. We esii-
mate that past rates of technological improvement arc
likely 10 continue. with the result that Soviet farmers
will find it difficult cven to maintain response rates at
present levels. In addition. targets sct by the Food
Program for increasing 1eturas 10 livestock feed arc
not likely to he met.

Indeed. adverse weather conditions have already jcop-
ardized the farm output targets for 1981-85. Becausce
of the poor crop yvear in 1981, growth in net farm

output would have to avcrage over 6 percent per vear
in 1982-85 to meet plan goals. The Sovict agriculiera!
sector has not been able to sustain a growth ratc this
high since the late 1950s when growth In output was

' Planicovaniye i uche: s sel'tkokkozyaysivenarkh predprava
tivakh, No. |, 1962, p &




spurrcd by a 20-percent increase’in sown area. Anoth-
er poor year in 1982, as now secems likely. would push
the growth rate required to mcet 1985 targets even
higher. *

Price System lnhibits Success

Dorhans the groaisst impadiment 1o suscaay of ke
Food Program is the Soviet price system, which
cncourages the wrong mix and volume of both farm
output and inputs. Prices paid for agricultural inputs
and farm output do not reflect relative resource costs
and therefore cannot provide adequate signals and’
tncentives for cfficient use of the resources committed
to agriculture and the sectors supporting it."* The
Food Program docs not come to grips with this
problem. Although some decentratization (such as the
RAPO concept} is needed 1o relate rewards to per-
formancc, giving greater decisionmaking autonomy (o
the farms (or the RAPOs) wili be ineffective until the
USSR finds a way of establishing (and changing)
prices that will reflect relative resource costs and elicit
the production responses that satisfy the goals of the
Sovict leadership

Procurement Prices. Average production costs and the
procurcment prices based on them do not include
returns to land or 1o capital. Farms fird crop produc-
tion. which uses more land than does iivestock produc-
tion. to be relatively more profitable than production
of mezt, milk, and eggs. Although Sovict planners are
trying to raisc the sharc of livestock products in the
consumer dict. pricing policy throughout the 1970s
has conflicted with this goal. Grain procurecment
prices between 1970 and 1980. for example. increased
more than twice us fast as procurement prices for
mcat. while the cost oY producing meat rose about 20
pereent faster than the cosi of producing grain

The system of cost-plus pricing with its regional
diffcrentiation also pays the highest prices to produc-
crs whose costs are highest. As a result, regional
specialization along least-cost lines is not carricd oui
to the degrece it wouid be if prices were set differently.

** Sce. (or caanmiple. O. Galc Joheson, “Agricelivral Organizaticn
and Management ia the Sovict Union: Change and Constancy,”
The Soviet Economy to the Year 2000. Navonzl €~ acit for Sovies
aad Hast Europcia Rescarch November i9k1

Mecanwhile, price bonuses paid for procurements
above specificd levels increase the instability of farm
income. In a good crop year, farm income bencfits
from larger quantitics sold and from procuremient
pricc bonuscs. ln bad ycars, income falis sharply
because of smaller quantities sold and the absence of

Reducing income incquality through differentiated
procurement prices, subsidics, and debt forgiveness ‘as
stipulated 1n the Food Program) also leads (o incffi-
cient use of inputs. High-cost producers in poores
areas who reccive higher procurement prices tend to
be allocated more inputs, such as fertilizer. even
though crop response to fertilizer would be higher
clsc’v«'hcrc.

As a result ef inappropriate output and input prices
and the lack of appropriate success indicators, the
regime must maintain central control of agriculture
and hand down nrocurement plans ia order 10 achicve
the desired product mix. Growth in livestock produc-
tion during the 1970s, for example, has been chiefly
the result of output plans passzd down to farms along
with incentives to fulfill them. If farms made produc-
tion decisions according to existing prices. output of
some important commodity. such as potatoes. might
decline drastically or inputs such as agricultural
chemicals would be used mainly close to factories
producing them (0 minimize transportation costs

Retail Prices. Onc of the hallmarks of the Sovict
system has been stability in retail prices for food. A
loaf of bread. for example, costs the same today as it
did in the mid-1950s. Continued st.bility of retail
prices it the face of increased prices paid to farms.,
however. means that nore budget revenue must be
raised to cover the difference (figure 3). Under the
Brezhnev regime. state subsidies for agricultural zom-
moditics have been growing rapidly. The original
1981-85 plan called for a 20-percent increase in
subsidies, and the new Food Program piles additional
increases of 10 1o 15 percent on tep of that. Beginning
in 1983, 16 billion rubles will be added to the
originally planncd subsidy bill because of increased
procurement prices and additional price diffcrentials




Figure 3
USSR: State Qutlays for Procurement
and Processing of Selected Livestock Products
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for farms opcrating at a loss. We estimate that by
19835 agricultural subsidies will be almiost 60 billion
rubles compared with 33 billion rubles in 1981,
Revenues could be raised 10 cover price differences by
increasing taxes, for ¢xample, or by reducing funds
for nonagricultural activities. Whatever means arc
chosen, there is likely te be some impact on nonagri-
cultural sectors of the cronomy

Retail prices sct so that it 1s cheaper to feed bread to
livestock than to feed grain, for example, tend 10
distar decisionmaking and create discquilibrium in
many consumer goods markets. causing lines. black
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markets. high levels of waste, and consumer dissutis-
faction. Low retail prices also allow the population 1o
accumulate funds that are saved or uscd 1o support

the **second cconomy,” thus reducing rcgime control
over resources. Morcover, the longer rewil prices for
food remain relatively low, the harder it will be to

them without npnanuo nonular reaction, Saout

planncrs are thus caughl between their unw:llmgnc\\
1o raisc retail prices and the impact of rising procurc-
ment prices and subsidies.

Implications for the 1980s

Because of the conflicts and incensistencics inherent
in the Food Program as currently outlined. we judge
that it will have little positive impact on the ccononnc’
well-being of the population in ihe near term and will
providc oniy marginal returns in the latc 1980s_if «
survives that long. Of more immediate concern may
be its impact on the political rivalries that are emerg-
ing in Moscow's succassion sweepstakes

Political Impact

The marked difference in the way Sovict lcaders have
trcated the organizational aspects of the Food Pro-
gram in their speeches since the plenum suggests that
battle fines are forming over its implementation. Of
the handful of Icading afficials who have spoken out
on the'issue so far. only those who are ciosely
associated with the reorganization—such as Cher-
nenko, Georgian Party boss Shevardnadze. and the
ncw agro-industrial commission head, Nuriyev—huve
dealt with it in strongly positive terms Even the party
secretary for agriculture. Gorbachev. who evidently
supported the Georgian RAPO experiment early on
and presumably had a major hand in drafting the
program. only mentioncd the reorganizatiun bricfly in
his recent article and stressed the less contraversial
aspects of the Food Program.”

The debate over the Food Program appears, morc-
over. 10 invoive maore than the proper organizational
structure for agriculture. The emergence of the
RAPO concept—which holds out the potential for
significant decentralization of mznagement authority

* (Garbachev. op cu




to the local levci—seems to have revived the old
debate over K hrushchev's regional cconomic councils.
For instance. in an articlc on the eve of the May
plenum. Shevardnzdze hinted strongly that the “terri-
torial principle of cconomic organization shouid be
expanded bevond agriculture 10 cmbrace other sectors
of the eccnomy. Kegional party officials (many of
whom are on the Central Committec) were the most
cnthusiastic supporters of the sovnarkhozy and have
been critical of the expansion of powers of the central
state apparatus during the Brezhnev cra. Although
Chernenko’s endorsement of the RAPO experiment
may have worked to his advantage in gainirg the
support of some regional leaders, it places him in the
center of a potentially burgeoning controversy and
could prove a liability if growth in farm output fails to
accelerate and if the implementation process proves as
-disruptive as now seems likely.

The entrance of Politburo member Yuriy Andropov
into the succession racc may further politicize the
debate. Andropov avoided any mention of Brezhnev's
Food Program in a spcech carlier this spring. and
there is some tentative cvidence that Andropov sup-
ports an alternative approach that combines strong
central planning and direction of the cconomy and
greater managerial autonomy at the enterprise level.
Andropov’s one-time aide Fedor Burlatskiy set out
this view in a Match 1982 Novy Afir article. In an
analysis ostensibly directed at China but rclevant to
the current Soviet scene, Burlatskiy, a longtime 2dvo-
cate of pelitical and economic reform, criticized those
who wou!d give the provinces greater freedem of
action. “They do not realize,” he argued, *‘that this
would leave the burcaucratic nature of the system
unchanged.” The remark appeared to be a direct
criticism of supporters of the RAPO and an indication
that the two leading contenders to succeed Brezhnev
may be on opposite sides of this issue. Thus, the Food
Program may become both a vehicle for. and a victim
of, succession mancuvering

Economic Impact

We believe that the Food Program will do little to
raisc agricultural output and to reduce waste. Because
the Food Program contains no provisions that z2r¢
likely to increase the rate of on-farm technical prog-
ress or 1o improve the price sysiein. agricultural

onfdentials

output in the 1980s-will depend heavily on wcather
conditions. which may be no better than the long-term
climatic norm." Some production gains are likcly, but
we consider oulput goals of the Food Program to be
out of reach ‘

In our judgment, storage and transportation of food
products will improve somewhat as the result of the
investment program and providc small gains in reduc-
ing waste. Major reductions in waste wiil not occur
because organizational aspects of the Food Program
will not be implemented sufficiently to provide enough
incentive throughout the food production chain to
upgrade product quality. The Food Program, more-
over, will have no impact on the waste that very low
retail food prices encourage

The sccondary effects of a Food Program that fails to
provide more food may be highly significant during a
decadc of increasing shortages and rising tcnsions. As
Soviet cconomic growth continues to decline and the
Food Program fails to provide material relief from
shortages, the regime will find it more difficult to
cope with rising expectations. especially among the
younger and more restive elements of the populaticn.
Today more than 60 percent of the Sovict population
is under 40 ycars of age. and these citizens, having
grown accustomed to the steady increases in living
standards that prevailed for nearly threc decades
following World War 11, are less stoic and morc vocal
than their forebears about the system's shartcom-
ings.'

£ ‘Fuggest that Soviet citizens
are worriea aoout nigher food prices, doubt Moscow’s
ability to increase productivity in agriculture, and
share the opinion that RAPOs are simply another
laver of bureaucracy that would not raisc output.

“ A review of climate trends since 1960 suggests that a major
impetus to growth in farm output between the carly 1960s and the
mid-1970s was the result of vnusually favorable weather. A retura
during the 1980s to more ““normal’ conditions. which arc taken to
reflect average weather over a 30-year period, would mean weather
less favorable than that of the e~ “er period. but somewkat better
than the poor ycars of 1979-82.

" See, for example, Gail Lapidus, Soviet Society in the 1980s.
paper prepared for the Georgetown Center for Strateci~ and
International Studics, Washington, B.C.. July 1932




* * F *he skepticism with

waich Soviet citizens traditionally greet party-
governmen! decrees scemed particularly strong in this
case. reflecting public sensitivity over dismal food
supplics

With the Solidarity episode fresh in their minds, we
believe present Sovict leaders will be cven more
inclined to appease the belcaguered consumer. The
quality of the dict remains the key clement in this
approach, and, if thc Food Program foundcrs, the
regime will be forced to pursuc more familiar strate-
gies to keep domestic food shortages manageable

For example, sizable food impcrts probably will con-
tinue in the 1980s. The exact sizc of Soviet food
imports, however, and the share of per capita con-
sumplion gains coming from imports vill depend on
the magnitude of food production, the degree 1o which
domestic farm waste and losses can be reduced. and
the. magnitude of per capita consumption gains the
regime fccls obligated to suppori. Shortages of hard
currency will be a continuing constraint, forcing the
lcadership to choose between kecping consumer grum-
bling in a tolerable range and maintaiming nonagricul-
tural imports.

Fatlure of the Food Program to produce the results
promised could also heighten Sovict interest in pur-
chases of Western agricuhiural equipment and tech-
nology. Such purchases have been a very small share
of hard currency tradc in technology. reflecting agri-
culture's low priorily as a clatmant on hird currency
imports ol machinery. Recent signs ol interest in
Western agricultural technolcgy suggest that at lcast
some Soviet policvmakers arc anucipating only slow
improvements in agricultural technotogy from dorcs-
tic sources. in May 1982 for example. a Sovict
diplomat told a [, ") hat he had been
instructed (rom “ministenial leveis™ to make surc that

——i

the US Government and privale busir.essmen were
aware that the USSR has a high-priority nced for
agricultural cquipment and wanted 10 buy US cquip-
ment. The new Sovict Ambassador [ T
recentiy claimed. furthermore, that the curreat Sovict
agriculiuial proGuction sysich gave no further room
for growth and that Sovict embassics will be tasked
with studying forcign agricultural methods for usc in
the USSR *at a later time.”

As presently outlined, the Food Program guarantces
that Sovict agriculturc will continuc to be an extreme-
ly high cust opcration, absorbing very large shares of
the country's labor force and investment resources.
Other developed nations support and subsidize ¢xpen-
sive agricultural sectors but not nearly to the extent
that the USSR does. Sovict leaders, moreaver, lace
\he constrainis of rising costs on cvery sidc—-in cncrgy
and industry as well as in agriculture. Unlike other
ccuntries. the Soviet Union has not been able 10 bring
about the technical progress tha: would offsct the
diminishing returns encountered in 1ts capital-
intensive kind of development '
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